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Merl Hackbart
I appreciate the opportunity to be with you. This morning we're going to
be dealing with a very important issue in terms of transportati on. So far in
this two-day conference, you've covered a number of issues dealing with the
design of transportat ion systems, traffic safety, and transportat ion safety.
Certainly there is growing recognition that
transportat ion is vitally important to the economic
developmen t process. Along with education,
transportat ion is probably one of two major contributions the public sector makes to the economic
developmen t process. While education is vital to this
process, a good solid, efficient transportati on system
is obviously critical to economic developmen t of a
state, a region, or a community. So, when we talk
about investment from a state or local governmen t
level, we are often talking about investment of
human capital or investment in education. We also
talk about investment in infrastructu re or investment in transportat ion systems as vital elements of
the economic developmen t process.
We see changes occurring in the economy across
the country-we 're moving from a goods-producing economy to a servicesproducing economy. We also see changes in terms oflocation of economic
activity. With these changes, we need to have a system that is dynamic and
highly flexible. While we realize transportati on is important to the economic
developmen t process and to the future of the Commonwe alth, there is
another, obvious issue at the base of our progress in transportat ion system
developmen t. That is the issue of finances. Of course, finance has been an
issue we've discussed in previous conferences, and to some extent, these
issues haven't fundamenta lly changed during this decade. Certainly, the
reduction in federal governmen t support has placed increased burdens on
state and local governmen ts across the board. In public infrastructu re or
human service programs, fiscal stress has been placed on state and local
governmen ts proportiona l to reductions in federal governmen t support.
There are growing demands for other services as well, with education
having emerged as the number one issue in Kentucky in the 1980s. Additional stress will be placed on the ability of state and local governmen ts to
finance other vital public services and the public infrastructu re by the degree
of support directed to education. Unfortunate ly, the fiscal base of state and
local governmen ts has not expanded rapidly enough for them to easily deal
with and support these needs in the future.
Consequent ly, the difficulty of financing transportati on systems and
other public sector services continues to be an issue that we have to face and
an issue that doesn't change much. We simply have to deal with it over time.
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Dr. Mer l Hac kba rt is Seni or Associate Dea
n of the College of Bus ines s
and Economics at the Univ ersit y of Ken
tucky, and Professor of Fina nce and
Public Adm inist ratio n. He is curr entl y serv
the Com mon wea lth of Kentucky. Also, Dr. ing as Stat e Bud get Director for
Hac kbar t is a mem ber of the
Governor's Fina ncia l Policy Council and
serv
es on the Ken tuck y Economic
Rou nd Table.
Rep rese ntat ive Joe Clarke, serv ing his nint
h term in the Ken tuck y House
of Rep rese ntat ives , chai rs the House Inte
rim
App
ropriations and Revenue
Committee. He has been extensively invo
lved
,
both
state wide and nati onal ly,
with the Council of Stat e Gov ernm ents and
the Nati onal Council of Stat e
, Leg islat ures . A nati ve of Danville, Rep rese
civil engi neer ing from Notr e Dame Univ ntat ive Clar ke has a degree in
ersit y and is a grad uate of
Georgetown Uni vers ity Law School.
Sen ator Mike Moloney has served in the
Kentucky Stat e Sen ate since
1971 and for 10 year s has served as Cha
irma n of the Sen ate Appropriations
and Revenue Committee. A part ner in the
Jone s, he has long been involved in legis law firm of Geralds, Moloney, and
lative issu es at both the state and
nati onal levels. Sen ator Moloney is a grad
uate of Xavier Univ ersit y and the
Uni vers ity of Ken tuck y Law School.
Dr. Jim Ram sey is Chie f Economist for the
Commonwealth of Kentucky.
He also serv es as dire ctor of the Office ofln
which has resp onsi bilit y for inve sting the vest men t and Debt Man agem ent,
stat e portfolio, hand ling the state 's
bond issu es, and prov idin g the reve nue fore
Dr. Ram sey is a grad uate of Wes tern Ken cast for the Gen eral Assembly.
Ph.D from the Uni vers ity of Kentucky. tucky Univ ersit y and received a
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Jam es Ram sey
It is inde ed a plea sure for me to addr
and to be part of this pane l discussion. Asess the 26th Tran spor tatio n Forum,
gov ernm ent is muc h like othe r stat e and mos t of you know, Kentucky stat e
local gove rnm ents in that we have a
fund -bas is of accounting. Our two prim ary
Ken tuck y are the gene ral fund and the roadfunds in
The se fund s finance mos t of the activities fund.
in the
prog ram s of stat e government.
One of the resp onsi bilit ies of our office is
to
forecast, predict, estim ate, or gues s (wh atev
er
you
wish to call it) wha t the gene ral fund and
reve nues will be in the futu re. For exam road fund
you may have seen the rece nt pres s repople, some of
prel imin ary reve nue forecast for the generts of our
and road fund for the July 1, 1990 to Jun ral fund
bien nium . In prep arin g our estim ates fore 30, 1992
and gene ral funds, we look at the histo ry the road
of reve nue
rece ipts and collections and then deve
an
economic outlook for the futu re base d lop
on wha t we
thin k will hap pen to the economy in the
year s ahea d.
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My focus this morning is on the road fund, the road fund receipts for the
past decade, and the economic outlook for the next two years. For two
reasons I think it is instructive for us to look at the 1980s and see what
happened during this period of time. The 1980s began with a fairly severe
and deep recession followed by seven years of unprecedented economic
growth in the national economy. In fact, this sustained economic growth of
the last seven years leads many people to believe that we cannot continue
such growth and increases the probability that we are in for an economic
downturn or recession somewhere in the near future. I think the 1980s also
are interesting from a second perspective. We have seen a fundamental
change in the fiscal relationships between the federal, state, and local
governments during this time.
There are many ways to define what we mean by the road fund. This
morning I am going to compare the road fund at two different points in time,
1980 and 1989. In 1980 the largest source of funding for state highway
programs was federal dollars, representing 33 percent of the total funds. In
1989, federal dollars had fallen to 21.5 percent of total available dollars for
expenditure. The absolute federal dollars flowing into our road fund were
$205 million in 1980 and $200 million in 1989. So, from the first year to the
last year of the decade, we really haven't had a change in absolute dollars.
You can see that over the last five years, we've had a continual decline in
federal support for our highway programs. This shifting of fiscal responsibility from federal government to state and local governments was a goal of
the Reagan Administration, and as we evaluate this period of time, most of
us are led to the conclusion that some, and in many cases, significant shifting
of fiscal responsibility has occurred.
Do we expect this trend to occur in the future? Probably so. With the
attention on the federal budget deficit, anticipation is that federal funds for
all programs will be tight and that some retention offederal highway trust
dollars will occur to deal with the deficit. Also, while President Bush has
submitted only one budget to Congress, experts who analyzed that budget
concluded that while he may have prepared his budget differently from how
President Reagan prepared budgets, the results are very much the same. So,
we expect this trend to continue.
Regarding the road fund, excluding federal dollars, there has been very
little change in the composition of the road fund during the 1980s. Most of us
are aware that the motor fuels tax makes up the largest component of the
road fund (46.1 percent in 1989) and is primarily, though not exclusively,
comprised of the excise tax we pay on gasoline. The next largest component of
the road fund is the motor vehicle usage tax, which is basically the sales tax
on the sale of automobiles both new and used. As you can see, there have
been slight increases in the relative collection of these two accounts from
1980 to 1989, but no dramatic changes.
The license and privilege tax has stayed pretty constant from 1980 to
1989-between 18 and 19 percent. What is interesting here is how the composition of that tax changed dramatically during this period of time. During
the early 1980s a portion of coal severance tax receipts were deposited to the
license and privilege tax account, but that practice was discontinued in 1983.
Since that time we've had a weight-distance tax, which was then replaced by
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a truck decal tax, later declar ed uncon stituti onal by the Supre
the Unite d States . We then reinst ated a weigh t-dista nce tax. me Court cif
Looki ng at absolu te dollar s is somet imes more instru ctive
percen tages. Absol ute dollar s in the road fund has grown fromthan lookin g at
about $400
million in 1980 to $729 millio n in the fiscal year just ended
June
The growt h rate, howev er, has been somew hat volatil e during 30, 19~9.
this period.
Durin g the 1980s we had some years of positiv e growt h in
the road fund, but
we also have had some years charac terize d by negati ve growt
growt h in 1982 can be explai ned, in part, by an increa se in h. The positiv~
the motor fuel t&x
from nine cents to 10 cents per gallon.
' ·
We also had growt h in 1984 and 1985, prima rily a reflect ion
of
econom
ic
growt h-gre ater spend ing and greate r consu mptio n of
ne and so fort~.
There was a drama tic increa se in the road fund in 1987,gasoli
which reflec ts the
five-c ent-pe r-gallo n increa se in the gasoli ne tax as well as
the additi on oft4e
truck decal tax. A drop in receip ts in 1988 reflect ed the Supre
me Court 's · ·
decision declar ing the truck decal tax uncon stituti onal (we
had
not yet
replac ed it with the weigh t-dista nce tax). The weigh t-dista
nce tax went into
effect in 1989.
Let's look ahead to the curren t year and the next two yea,rs.
We expec t.
total road fund receip ts of$74 9 million in the curren t year,
an
increa
se of$20 ,
million. For fiscal year 1991, we expec t $754 million for the
road
fund,
8,J) increase of only $4.9 millio n or a nomin al percen tage chang e
of
real economic growt h, this is 2.3 percen t. For the second year 0. 7 percen t. ln ..
of the biennium, fiscal year 1992, we are foreca sting total fund collec
tions of$77 1
millio n, an increa se of$17 .2 million, a nomin al growt h of 2.3
percen t and reJil
economic growt h of2.9 percen t. These foreca sts are based
upon a nation al
economic scenar io of contin ued, steady growth .
The road fund in Kentu cky is what we call inelas tic.
the conce pt of elastic ity to measu re the respon sivene ss ofIna economics, we use
system to chang es in the economy. Our road fun~ in Kentu tax or revepu e ·
cky
· ·
inelas tic; that is, as person al incom e grows in Kentu cky, our is_very
road
funcl
grows
by a smalle r amoun t. In fact, the elastic ity of our road fund
cent; that means for every one-pe rcent growt h in our economis only 0.45 perincome in Kentu cky, our road fund can only be expec ted to y or in persciqal
0.45 percen t. As we look to the next bienni um, we are forecagrow by about
sting growt h and
person al incom e of betwe en five and six percen t. The road
only 0.45 percen t of this amou nt or two to three percen t perfund will grow by
year. Our road
fund has been inelas tic for a numb er of years and this does
not
allow for
.
natura l growt h. I think you can see that the Gener al Assem
·.,
numb er of occasions, recogn ized this fact and del;llt with the bly has, on a
proble m thr.ougq.
the impos ition of new taxes and new revenu e sources.
In the early 1980s, about 25 percen t of the road fund
ts were
dedica ted to repay ment of debt incurr ed by the Turnp ike receip
Autho rity and the
Trans portat ion Cabin et. This reflect s the issuan ce of the resour~
!:l recove ry
road bonds in the late 1970s and the economic develo pment
road
bonds in t4e
mid-1 980s. There have been no new issues of turnpi ke debt
in
the
last
severa l years. Conse quentl y, with the growt h in the road fund,
the perc~n tage of debt servic e to road fund receip ts dropp ed in the last
severa l year~ . .
In conclusion, the two points I've attem pted to leave with
morni ng are: (1) we have experi enced a contin ued reduct ion you this
in federa l fund~
October 19-20, 1989
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for our highway programs in Kentucky during the 1980s and can expect this
trend to continue in the future, and (2) our road fund has a very inelastic
revenue base. Again, this means that the road fund does not naturally grow
with growth in our economy. With the forecast of steady growth into the
future, we can only expect slow, steady growth in the road fund in the next
biennium.
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Mike Moloney
For a number of years, the road fund was an issue to which several ofus
in the Legislature paid little attention. The way the budgets were structured
it really didn't make any difference. Under the laws in existence at the time,
once the General Assembly went home, the
Transporta tion Cabinet did what they pleased
anyway. That has changed, and we now have a
situation where a much closer look is being taken at
the road fund.
Jim has given you the figure of $729 million,
with $734 million in the current year, jumping up to
$749 million over the next two years. Now that's the
total road fund dollars, but I think we have to
remember that backed out of this are some figures
we need to keep in mind. We differ a little on the
figures. Our figures show that approximat ely $132
million of each of these figures is currently dedicated for debt service. There's nothing we can do
about that; we have to pay it. Those bonds have
been sold and the obligation is there, so that money
is not available for current use. In addition to that, the rural secondary road
program gets $78 million, the county road aid program gets $64 million, and .
a municipal road aid program gets $27 million. These figures increase a little
because they are percentage figures. What that actually leaves in the road
fund for fiscal year 1989 (according to the figures our staff has put together)
is $560 million. In fiscal year 1990, it is $558 million because of the
graduated calculations, and in 1991 it is going to jump to $576 million.
My concern is this: these growth figures don't really move up very fast.
You have already heard how we're going to solve all of our state's problems
by selling $600 million worth of bonds. The figures I've seen indicate this is
going to take an additional $69 million a year out of operating monies to pay
debt service. When you put the debt service percentage to actual expendable
dollars (after you back out current debt service and after you back out the
rural secondary road program, the county road aid program and the
municipal aid program) the percentage of debt service touches 35 percent.
Now, you tell me that anyone would want to operate a business with 35 percent of their total available dol}ars going for debt service.
I know it's tough to be against a bond issue that is going to build a lot of
roads, but I think the General Assembly's obligation is to the future of Kentucky and future generations of Kentuckian s. Can we obligate them for 20
years and $69 million a year in order to do a few things now? (When you look
at the projects that can be built with $600 million, particularly the ones being
talked about, it is just a few things.) I think this is the ultimate policy issue.
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A propos al for a $600-m illion bond issue in 1987 would have brough
accusa tion of"cred it-card mental ity," but, of course, we don't have t an
a credit
card menta lity anymo re; we've elevate d it to selling bonds. We need
serious though t as to wheth er or not we want to encum ber future to give
genera tions
with this kind of debt service and encum ber our road progra m to the
tune of
35 percen t debt service.
Keep in mind two other figures . I say 35 percen t. If the road fund
availab le to it all the money that should be availab le to it, there wouldhad
be
anothe r $77 million in it. Remem ber, that $35 million went to the
State
Police. Also, there is $42 million that hasn't been transfe rred from
the
genera l fund to the road fund to pay for resourc e recovery road bond
issues,
as was in the origina l issue and in the origina l bond docum ents. That
obligation of the genera l fund that has not been met since 1980. The is an
hasn't been met is the overall economic condition of the Comm onweareason it
lth,
which I think Joe Clarke wants to addres s .

Joe Clark e

ook
eing
.ie.

I think a quote ascribe d to one of our state senato rs fits this
He's quoted as saying , "This is like 'deja vu' all over again." I wassituatio n.
Forum last year, saying pretty much the same things, and things at this
haven' t change d that much. I told you then, and I'll tell you again,really
think the road fund would have proble ms if we could get the generaI don't
l fund in
good shape so money from the road fund wasn't
needed to suppor t it. We've done a pretty good job,
over the last severa l years, in provid ing road fund
revenu es and in taking the tough steps to increas e
those revenu es where it was necess ary. What we've
run into though is our inabili ty or unwill ingnes s to
deal with our genera l fund problem s. Conseq uently,
even though you were promis ed, severa nce tax
monies (about $42 million a year origina lly earmarke d for the road fund to meet the resourc e
recovery road bonds) have not been transfe rred to
the road fund since 1980 or 1981. That's pretty
much been standa rd behavi or. Althou gh you were
promis ed that wouldn 't happen any more, in the last
budget the transfe r was not made, and I'm not
saying that's illegal or inappr opriate . The way the
bond issue reads, the Secret ary of Financ e has to certify that there's
so if the Secret ary doesn' t certify it, the money doesn't go over there. a need,
So, it's
not illegal though it may be incons istent with some of the things you've
been
told. In order to balanc e the last budget withou t new genera l fund
revenu
es,
not only was the severa nce money not transfe rred, but approx imately
$36
million a year was transfe rred from the road fund for suppor t of the
State
Police, Again, I think that is legal, constit utional ly, becaus e an argum
ent can
be made that those are road-ty pe policies and proced ures that are
being
manag ed by the State Police.
However, this deplete s the amoun t of money in the road fund availab
le
for constru ction and mainte nance. I don't see us contin uing to raise
in the road fund when our real problem is in the genera l fund. The revenu es
key is

7orum
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getting our general fund revenues in line so that we are able to deal
effectively with our problems there. We can then leave the road fund alone
and there will be enough money in it.
I share the concerns about the bond issue; debts are a little frightening.
In the General Assembly, we've been struggling to reduce the debt; we'd like
to have the revenue stream pay the bills. Every governor (and I'm on my
sixth governor now) would like to build all the roads and buildings and other
good things ever thought of for the next 20 years. I'm not sure that makes
· sense, or that it's fair. I know it will affect the road fund to the point where
we'll have to raise road fund truces to meet the debt service or else go out of
business.
There are some other things we have to worry about concerning the road
fund. Jim Ramsey has commented on the litigation over the decal tax which
was, struck down by the United States Supreme Court. We are now in a lawsuit over a·refund of the monies that were not paid during the period of
litigation. Our legal counsel tells us we have a good chance of winning this
case. If we lose, another $60 million will have to come out of the road fund. If
it has to be paid, I don't know whether it could be paid in installments or in a
l_m pp sum. It is another problem we may have to deal with when the suit is
firfally resolved.
There is a lot of discussion among the legislators about the six-year road
. plan and its connection with the $600 billion bond issue. It's going to be
di,fficult for a lot oflegislators to withhold support if the plan calls for sig~ificant roads in their districts. Legislators, having seen the four-year plan or
the sjx-year plan over the years know that if you believe in these plans, you
probably believe in the Tooth Fairy and the Easter Bunny too. We just completed a project in Boyle County that was on the four-year plan for 20 years
before construction began.
. When we look at the total cost of going along with this program and tying
dowh this six-year plan (guaranteeing that projects promised are going to be
<;lelivered), we would probably have to raise truces plus float a bond issue.
There's simply not enough money in the proposed $600 million bond issue to
rrieet that six-year plan.
.. : i W/irit you to understand some of the problems in the general fund. In
law enforcement and corrections, we are receiving about 500 new prisoners
into our penitentiarys each year. I'm not talking about 500 coming in and 500
going out; I'm talking about a net increase of 500 prisoners annually. We are
short 200 beds now, so we have these prisoners housed in municipal and
county jails, and these jails are full. Conceivably, this could mean a new
prison every year for the foreseeable future. In looking at the history of cortections, or'le can see we have been close to this number (an annual net gain
•of.500 new prisoners) for the past 10 years. However, we continue to pass
· . laws with stiffer ~entences and lock prisoners up for longer periods. A new
prison to house 500 inmates cost about $50 million at present rates and it
takes us about three years to build one. It cost $15,000 a year to house these
pris•o ners. Unfortunately, we could almost send them to Harvard for about
the s1;1me price, although, I don't think that is a viable option. We're going to
have to take a hard look at this area.
In the human resources area, the Feds have revised welfare. There is a
new ·welfare reform bill that emphasizes putting people to work. It's not a bad
138
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idea, but a syste m can't be set up to train and place peopl
spend ing mone y up front. While it may save mone y down e in jobs witho ut
the road, the tab
for Kentu cky is in the range of about $56 millio n for
our obliga tions under
the feder al welfa re r eform and the Child Supp ort Act.
we don't comp ly we won't receiv e funds for some of ourIt's not an optio n-if
litera lly shut down the total welfa re opera tion in this progr ams. They would
state.
There are a few other items that cost quite a bit. We
have a sever e water
qualit y probl em and we need to figure out what to do
with
River. The dams and locks, which are not in good shape the Kentu cky
doned by the Corps of Engin eers. We're going to have , are going to be abanto take respo nsibil ity
for their opera tion and pick up the tab. It's a very expen
sive item.
Not too long ago, the Kentu cky Supre me Court decla
red our entire school
system uncon stitut ional . No other state in the Union
has had such a sweeping decision. The court looke d at a simpl e senten ce in
the
that says the Gene ral Assem bly shall provi de an efficie 1891 const itutio n
schools, and defin ed "efficient",a s mean ing adequ ate nt system of common
tunat ely for us, they didn' t define what "adeq uate andand equita ble. Unfor equita ble" were. They
just said it was a probl em for the Gene ral Assem bly.
Then
your spare time, as a matte r of this const itutio nal quest they said, "Now, in
waste , mism anage ment, duplic ation, and politics." We'reion, also elimi nate
now, but I want to tell you that there isn't any way that worki ng on this
People tell me, ''You can do it; just get after it and you it's going to be free.
can do it witho ut
raisin g any more mone y at all." That just isn't so.
So, what we need in order to cure your road fund situat
ion is your help in
curin g our gener al fund situat ion. It's going to be tough
,
but
it's there and it
isn't going to go away. To be hones t with you, I haven
we're going to do in the 1990 sessio n. I don't know how't figure d out what
we're going to write a
budge t or what it's going to look like. What ever we do
write
won't be real,
becau se we're proba bly not going to deal with the reven
ue
probl
em until we
get throu gh the regul ar sessio n and into a specia l sessio
n
to
deal
with the
educa tion diffic ulties . It looks like we won't have the
answ
about May or June of 1990. That' s my best guess at this er to all this until
point.
But, the Gene ral Assem bly is worki ng dilige ntly. Both
Mike Moloney and
I are on the Task Force on Educa tion Reform. We also
have
the nice assign ment of trying to figure out how to pay for reform s once
the other comm ittees
decide what it is we ought to do in Kentu cky. We can
spend all day talkin g
about that, but you are worri ed about roads , and I'd
like
try to answ er any
quest ions you have.

Question:
Can you make any projec tions on the lotter y?
Answer:
That' s an intere sting quest ion. For the curre nt fiscal
foreca sted that the net to the state would be $116 millio year, I think we
each of the next two years . It is set up so that the mone n and $97 millio n in
fund, so it really doesn 't flow into the road fund or the y goes into a trust
gener al fund, it flows
into a separ ate accou nt.

a bad
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Question:
What is that account used for?
Answer: (Jim Ramsey)
Right now it's invested waiting to be appropriated by the next session of
the General Assembly (that's to the best knowledge). Senator Moloney and
Representative Clarke may know more about that.
(Clarke)
We made the decision not to appropriate the lottery dollars until we had
a handle on how much money we were going to get. We did not appropriate
any of that money, that was a very ill-defined figure (there were estimates
running anywhere from $30 million to $70 million). Obviously, even the
Governor's expectations have been exceeded, a lot more money is coming in.
Rather than trying to appropriate money when we didn't have any idea what
was going to come in, we simply said we'd wait until 1990 (we'll need it then
just as badly) so we didn't appropriate any ofit. It will be available for
appropriations in the session that will begin in January.
(Hackbart)
If you look nationwide, lottery proceeds tend to be very variable across
the states. There are 29 states now who have lotteries and I think the
experience has been of tremendous variability. I think the Legislature
basically made the decision to review the receipts before the appropriations
process began on that particular revenue source.

Question:
How do the other general fund problems and revenues shape up for the
regular session.
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Answer: (Moloney)
We're going to have about $200 million in growth money, that's new
money. There will be about $100 million from the lottery. That leaves about a
$100 million in the hole and nothing has yet been done with problems of
human resources, corrections, state insurance policies, or the state insurance
coverage for employees. The Courier-Journal did a very thorough article on it
and they came up with a figure something like $251 million in the hole. I
don't really disagree with that figure.
Question:
Does that include the $78 million in the road fund?
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Answer: (Moloney)
No, it included $35 million ofit, not the $42 million. In this current
budget, we have about $122 million that won't be there again, at least that
was what we were told the first time it was included. That is the $35 million
from the road fund, money that wasn't paid to the teacher's retirement
130
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system, Kentu cky emplo yer retire ment system , and moneys
and agenc y accou nts, the one-ti me accele rated tax collection taken from trust
of the Amne sty
Progra m. That's not going to happe n again, so we have to come
up with that
money somew here. It might be of some value to comm ent on
the
growt h
money , too.
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(Clarke)
I think Jim came up with his new figure s the other day,
$170 million accor ding to your last calcul ation the first year.it would be about
Right?
(Ramsey)
The first year is $171 millio n in new money, the second year
is $214
million.
(Clarke)
In our budge t instru ctions , we told the agencies to allow
percen t increa se in their budge ts and then directe d them to for a threefive-percent increm ent to emplo yees within that three- percentry to provide a
budge t cut, as you can see. If you're going to increa se salarie t. That's a
we are in effect cuttin g them going in. That three percen t wills by that much,
that growt h, there won't be much left. Any discussion about take most of
money payin g the bills, the new growt h money just helps youthe new growt h
stand still,
that's all it does .

the

(Hack bart)
Certai nly the $170 million is not a lot of growt h. The three
major tax
sources that have contri buted to the slow growth. (1) Corpo
rate
are certai nly an area where we have some problems, in terms income taxes
of revenu e for
the next couple of years. Certai nly, (2) a severa nce tax has been
and the other area, (3) prope rty tax, at the state level also has flat at best,
growing area, of course going back to House Bill 44. The generabeen a slow
l fund does
not have a lot of vibran t growt h in the next bienni um.
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Questwn:
Conce rning federa l money: Uncle Sam is holdin g billion
highw ay trust fund money from the states . What can state s and billions of
govern ment do to
help get that money back?

I

Answer: (Moloney)
I don't know the answe r to that.
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(Clarke)
We've been told by the Unite d States Supre me Court that
really have any standi ngs; we used to be able to go to court the states don't
under the 10th
Amen dment and make an argum ent that we were being mistre
federal gover nment . A relativ ely recent court decision, which ated by the
has cre:ited ~
lot of concern among legisla tors nation ally, ruled that the states
are Just hke
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any other special interest group and if we want to get anything done with
Congress, we have to lobby. The Supreme Court is no longer going to
entertain our efforts to go to court and establish that, as I understand the
constitution when it was written, the states were supreme, and the federal
government was given some responsibilitie s, but everything else belonged to
the states. Well, the Supreme Court has basically said we've got to talk
Congress into it, so we've got a major problem in this area.
I served this year on a special task force to try to deal with that problem.
Just how do we get ourselves back into the Constitution so we can have some
status. There have been some discussions of Constitutional amendments- some ways to try to get the attention of the Congress. We don't seem to be
able to get the attention of the courts, but it is a problem.
(Ramsey)
I really do think the statement that our numbers don't agree may be a
little bit of an overstatement . The numbers are the numbers. You can put
certain things in and take certain things out, and then the numbers will
disagree. The numbers I gave you look at one side of the equation. A budget
is based upon revenues and expenditures, so in our denominator are the
revenue side of it. I think Senator Moloney has taken out some of the things
that are committed on the expenditure side. I don't want you to think that
the Legislative Branch and the Executive Branch have different numbers
from which to work. He has done something on the expenditure side which I
did not do on the revenue side. That's why those numbers may have appeared
to be more different than they really are.

A

(Moloney)
The reason I did that on the expenditure side is because of the statute
that says you've got to do it-unless that statute has changed.
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Question:
Is it realistic to expect conformity in the regular session with a tax
increase in the special session?
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Answer: (Clarke)
I'm going to speculate on what is realistic at the present time. My guess
would be that it is not likely. I think you will see a package deal. I wouldn't
be surprised to see the end result of this whole education operation being a
one-vote proposition, with financing and the substantive measures, as well.
But that is just my speculation. It's way too early to guess where we might
wind up.
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